DEPARTMENT OF THE TREASURY
CINCINNATI, OH 45201

PERSON TO CONTACT:

CONTACT TELEPHONE NUMBER:

IN REPLY REFER TO:

|

DATE: 23 1998

m,

CERTIFIED MAIL
Dear Applicant:

We have considered your application for recognition of exemption from Federal income tax under
section SO1(c)(3) of the Internal Revenue Code and have determined that you do not quality for

exemption under that section  Our reasons for this conclusion and the facts on which it is based
are explained below..

The data submitted discloses that you were organized as a political committee in i)
s onGPEEREEENR Y our stated purpose is, “To support and promote issues and candidate
that will provide an efficient and effective government for the people of (REIENNNN

—.
SR Your activities include active eflorts at i
NN insuring that all eligible individuals paiiicipate in elections by registering people to
vote; and, working on any future issue that may surface trom time to time which impacts on the

residents of (RS

Your income is derived from membership fees and residents in (U ESESENNGNY E xpenditures

consist of dissursements to or for the benefit of members which is primarily related to legislative
and poittical activities.

Section 501(c)(3) of the Code provides tor the exemption from Federal income taxes of
organizations organized and operated exclusively for charitable, scientific, religious, educational

and [i*~rary purposes, no part of the net earnings of which inures to the benefit of any pri--ate
- shareholdcr or individual.
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Section 1.S01(c)(3)-1(a)(1) of the Income Tax Regulations provides that in order to be exempt as
an organization described in section 501(c)(3). an organization must be both organized and
operated exclusively for one or more of the purposes specified in such section. 1f an erganization
fails to meet either the organizational test or the operational test, it is not exempt.

Section 1.SO1(c)(3)-1(c)( 1) of the Income Tax Regulations provides that an organization will be
regarded as “operated exclusiveiy” for one or more exempt purposes only if'it engages primarily
in activities which accomplish one or more of such exempt purposes specified in section
SOT(c)3). An oreanization will not be so regarded if more than an insubstantial part ol its
activitie.. is not in wurtherance of an exempt purposes.

Section 1.501(c)(3) of the Income Tax Regulations provides that an organization is not
“oruanized exclusively™ for one or more exempt purposes unless its assets are dedicated to an
exempt purpose. An organization's assets will be considered dedicated to an exempt purpose if,
upon dissolution, such assets would, by reason of a provision in the organization’s articles or by
operation of law, be distributed for one or more exempt purposes or to the Federal government,
or to a state o local government for a public purpose.
Section 1.501(c)(3)-1(c)(3)(iii) of the Income Tax Regulations states that an orgznization is an
“action” organization if it participates or intervenes directly or indirectly, in any political campaign
on beh I of or in opposition to any candidate for public office. The term “candidate for public
ofl'ce” means an individual who offers himself, or is proposed by others, as a contestant for an
electiv. public office, whether such office be national, State, or local. Activities which constitute
participation or intervention in a political carpaign on behalf of or in opposition to a candidate
include, but are not limited to, the pyblication or distribution of written or printed statements or
the making of oral statements on behalt of or in oppuosition to such candidate.

\
Christian Echoes National Ministry. Inc. CA-10, 73-1 USTC 9129, 470 F 2d 849, Cert. denied.
414 US 864, revoked exemption to the church who, though religiously motivated, engaged in -
suu.tantial activity aimed at influencing legislation. Direct and indirect appeals to legislators and
the public were found to constitute efforts to influence legislaticn. And eftorts to defeat liberal
political candidates, while not a formal endorsement of any specific candidate, amounted to
intervention in political campaigning,

[n Better Business Bureau vs. US 326 US 279, the Supreme Court stated that the presence of
even a single, non-exempt purpose, if more than insubstantial in nature, will defeat exemption
unde* section S01(c)(3) of the Code, regardless of the importance of the truly exempt purpose. .




On the basis of the information provided, we have concluded that you do not qualify for
tax-exempt status as an organization described in section 501(c)(3) of the Code because:

a. You do not meet the organization test within section 1.501(c)(3)-1(b)(4) of the Income
Tax Regulations since your governing instrument does not state or limit the purposes of your

organization to an exempt purpose nor does it contain the necessary dedication of assets upon
dissolution.

b. You dn not meet the operational test within section 1.501(c)(3)-1(c) of the Income
Tax Regulations since your primary function is direct and indirect participation or intervention in
political activitics and a substantial part of your operations involves lobbying.

Therefore, you are not organized and operated exclusively for charitable purposes under section
501(c)(3) of the Code.

Cceatribuauus w your organization are not deductible under Code section 170. You are required
to file Federal income tax returns on Form 1120. Also, the appropriate State official will be
notified of this action in accordance with section 6104(c) of the Code. g

[f you do not agree with our determination, you may request consideration of this matter by the
office of Regional [ - tor of Appeals. To do this, you should file a written appeal as explained
in the enclosed Publication 892, Your appeal should give the facts, law, and any other
information to support your position. If you want a hearing, please request it when you file your
appeal and you will be contacted to arrange a date. The hearing may be held at the regional
office, or, if you request, at any mutually convenient district office. If you will be represented by
someone who is not one of your principal officers, that person will need to fil» a power of
attorney or tax information authorization with us.

If you do not protest this proposed determination in a timely manner, it will be considered by the
Internal Revenue Service as a failure to exhaust available administrative remedies. Section
7428(b)(2) of the Internal Revenue Code provides, in part, “A declaratory judgment or decree
under this section shall not be issued in any proceeding unless the Tax Ccurt, the Claims Court, or
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the district court of the United States for the District of Columbia determines that the

organization involved has exhausted administrative remedies available to it within the Internal

Revenue Service ™

Sincerely yours,

Paul M. Harrington
District Director

Enclosure: Publication 802

cc. State Attorney General (Sl
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